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REASONS FOR ALLOWANCE 

The following is an examiner's statement of reasons for allowance: existing 
methods of identifying the value of an asset allocation strategy using comparative 
performance statistics invoke an algorithm (an equation) to generate "an answer" that 
identifies a single or limited set of allocation alternatives. The process is to solve for 
some maximum to identify the "optimum allocation". These algorithms found in the 
cited prior art use different sets of parameters to define this optimum. An algorithm 
commonly used is contained in the thesis, Modern Portfolio Theory, which produces a 
population of approximately 1% of the total available asset allocation alternatives 
population which had in a prior period the highest investment return as each point of risk 
across the breadth of investment risk. Since an algorithm, by definition, solves for only 
a limited subset of available allocation choices, and in many cases a single choice, it 
cannot provide performance statistics by which to compare the relative values across a 
whole-population of allocation alternatives. This means that they are not relevant to 
processes to compare asset allocation alternatives across multiple time periods. In 
other words, they cannot "see" the whole population of asset allocation alternatives and 
therefore are not pertinent to applicant's claimed invention. The present invention does 
not utilize algorithm approach like the prior arts do. Instead, the claimed invention 
constructs all possible allocation alternatives in order to generate comparative statistic 
of investment performance for the whole population and to find the asset allocations 
with desirable characteristics. 
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Specifically, Lear does construct an asset allocation strategy, and it fails to 
include a mechanism for generating comparative statistics of a whole population of 
allocation alternatives. Lear's method does not include either a process to provide 
investment performance data for a plurality of securities; or determine a series of 
periodic investment returns of each of the securities. Lear does not group these 
securities on the basis of this performance data into one of a plurality of market sectors, 
despite the examiner's assumption of implied grouping. Instead, the examiner's 
reference to this point refers to Lear's suggestion that the investor select candidate 
investments from difference market sectors as supplied by external sources. His 
process does not include a mechanism for defining or otherwise creating those market 
sectors. 

Arbabi does not teach determining allocation alternatives from the application of 
multiples of this minimum allocation percentage increment. The prior art is devoid of a 
teaching of such a process in regard to investment management practice. Arbabi's 
process provides a system to effectively schedule resources in a complex resource 
constrained environment. The "allocation" in the prior art refers to one process of this 
system and pertains to the allocation of the amount of available system resources 
among a set of tasks. Arbabi does not teach determining alternatives to this system- 
resource allocation from the application of multiples of minimum allocation percentage 
increments. Arbabi's reference to "5% increments" noted in the office action pertains not 
to the division of these available system resources, but to a periodic sampling of the 
workflow, known as "the percent of the allocation completed", against the anticipated 
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pace of that workflow. Arbabi divides the anticipated time into 5% increments, not the 
amount of system resources. 

Gaini does not fix the deficiency of Lear and Arabi in that Gaini does not teach 
creating a list of the all possible allocation alternatives that can be determined from the 
application of all multiples of a minimum allocation percentage increment for all 
determined market sectors. More specifically, Gaini teaches a process to allocate the 
assets of an investment portfolio independently of the algorithm-solution outlined in 
Modern Portfolio theory. Gaini's process relies on the identification by the investor of 
membership to one of (6) "personality categories" which determines his tolerance for 
investment risk. Based on the investor's selection of a personality category, an asset 
allocation strategy is recommended based on the ranking of the available investments 
by risk. Thus, Gaini's system of recommending an asset allocation strategy based on 
membership of the investor to one of six personality categories does not generate 
comparative performance statistics of whole populations of allocation alternatives 

Alcaly does not teach a method for constructing whole populations of asset 
allocation alternatives and his process does not include a method for ensuring that 
comparative statistics of investment performance are producing that are inclusive of 
those generated from a whole population of allocation alternatives. Alcaly teaches 
creating performance indices of asset classes that can be used by portfolio managers 
whose portfolios can contain short-interest positions. This is not the same as an asset 
allocation alternative, which is formed from combinations of asset classes, 
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Furthermore, the additional reference Klein fails to teach constructing a 
population of asset allocation alternatives to generate comparative statistics of 
investment performance for a whole-population of available asset allocation alternatives 
over a plurality of analysis periods, comprising the steps of: 

determining a minimum allocation percentage increment for each of the market 
sectors; 

determining allocation alternatives from the application of multiples of this 
minimum allocation percentage increment for each of the market sectors; 

creating a population of the all possible allocation alternatives that can be 
determined from the application of all multiples of this minimum allocation percentage 
increment for all determined market sectors; 

calculating a series of weighted-average periodic returns for each of the 
allocation alternatives within that population; and 

calculating analysis-period measures of investment performance for the 
population of all possible allocation alternatives and the series of weighted-average 
periodic returns. 

In light of Figure 4 of applicant's submitted drawing, the above procedures 
describes a brute force application, in which the portfolio is constructed by comparing 
the weighted-average periodic return of all possible combinations of market sectors in 
various percentages. 

In this sense, Wall et al. (Wall, Larry D, Reichert, Alan K, Mohanty, Sunil, 
Deregulation and the opportunities for commercial bank diversification, Economic 
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Review - Federal Reserve Bank of Atlanta, Sep/Oct 1993, Vol. 78, Iss. 5; pg. 1, 25 pgs) 
teaches an example of combining two sectors in various percentages, in which the 
allocation of one sector ranges from 0 to almost 1 00 percent of the total assets (see 
page 3, 3 rd full paragraph, page 5, 2 nd full paragraph, and page 6, 1 st paragraph). 

However, the problem with the Wall reference is that the comparative statistical 
analysis is done on merely the resulting returns of combinations of bank company 
holding assets and nonbank industry assets, for the purpose of determining whether 
merging with nonbank firms would provide higher return and lower risk for the bank than 
one restricted to traditional banking activities. As such, Wall fails to teach determining a 
minimum allocation percentage increment for each of the market sectors, and creating a 
population of all possible allocation alternatives that can be determined from the 
application of all multiples of this minimum allocation percentage increment for all 
determined market sectors. The objective of such analysis is to determine whether 
commercial bank can diversify their activities by merging with nonbank firms to provide 
higher return and lower risk. The present application is different in that its purpose is to 
determine the best combination of allocation of securities, such as stocks and bonds, for 
an investor. 

Regarding to the concept of brute force application, the examiner cited two more 
references related to this concept, namely Dantzig (George Dantzig, Linear Programing, 
Operations Research, Jan/Feb 2002, Vol. 50, Iss. 1 ; pg. 42, 7 pgs) and Taylor (Robert E 
Taylor, A practical approach to computerizing optimization problems, Industrial 
Management, Jul/Aug 1997, Vol. 39, Iss. 4; pg. 20, 4 pgs). Both the Dantzig reference 
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and the Taylor reference discuss brute force application in statistic in general, but both 
the reference does not suggest such method can be applied to investment allocation. 
Both reference disclose that if we can try all combinations and compare the solutions, 
we would simply select the "best" solution (see page 2 of Dantzig and page 2 of Taylor). 
This is the general concept which inspires the development of present invention. 
However, neither the Dantzig nor the Taylor reference teaches the specific steps of: 

determining a minimum allocation percentage increment for each of the market 
sectors; 

determining allocation alternatives from the application of multiples of this 
minimum allocation percentage increment for each of the market sectors; 

creating a population of the all possible allocation alternatives that can be 
determined from the application of all multiples of this minimum allocation percentage 
increment for all determined market sectors; 

calculating a series of weighted-average periodic returns for each of the 
allocation alternatives within that population; and 

calculating analysis-period measures of investment performance for the 
population of all possible allocation alternatives and the series of weighted-average 
periodic returns. 

Moreover, the Dantzig and Taylor reference seem to teach away the use of brute 
force method, because "there is no way to determine what is a "better" solution; and 
there are too may combinations to try" (see page 2 of Dantzig and page 2 of Taylor). 
Therefore, the examiner concludes that even though the concept of brute force 
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application is not new, the application of such method in constructing investment 
portfolio is novel, and the applicant has overcome the difficulties of the prior arts by 
using the steps of: 

determining a minimum allocation percentage increment for each of the market 
sectors; 

determining allocation alternatives from the application of multiples of this 
minimum allocation percentage increment for each of the market sectors; 

creating a population of the all possible allocation alternatives that can be 
determined from the application of all multiples of this minimum allocation percentage 
increment for all determined market sectors. 

In such way, the number of possible combination alternatives becomes finite and 
possible for a super computer to calculate. 

Therefore the combination of all cited references does not teach every limitation 
of the independent claims 1 and 8. Claims 3-7 depend on claim 1 , and claims 1 0-1 1 
and 1 3-1 7 depend on claim 8. Therefore claims 1 , 3-8, 10-11, and 1 3-1 7 are in the 
condition of allowance. 

Any comments considered necessary by applicant must be submitted no later 
than the payment of the issue fee and, to avoid processing delays, should preferably 
accompany the issue fee. Such submissions should be clearly labeled "Comments on 
Statement of Reasons for Allowance." 
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Conclusion 

Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to HAO FU whose telephone number is (571)270-3441 . 
The examiner can normally be reached on Mon-Fri/Mon-Thurs 1 1 :30am-8:00pm. 

If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, HANI KAZIMI can be reached on (571) 272-6745. The fax phone number 
for the organization where this application or proceeding is assigned is 571-273-8300. 

Information regarding the status of an application may be obtained from the 
Patent Application Information Retrieval (PAIR) system. Status information for 
published applications may be obtained from either Private PAIR or Public PAIR. 
Status information for unpublished applications is available through Private PAIR only. 
For more information about the PAIR system, see http://pair-direct.uspto.gov. Should 
you have questions on access to the Private PAIR system, contact the Electronic 
Business Center (EBC) at 866-217-9197 (toll-free). If you would like assistance from a 
USPTO Customer Service Representative or access to the automated information 
system, call 800-786-9199 (IN USA OR CANADA) or 571-272-1000. 

Hao Fu 
Examiner 
Art Unit 3696 

JAN-10 
/Hao Fu/ 

Examiner, Art Unit 3696 

/Hani M. Kazimi/ 

Primary Examiner, Art Unit 3691 
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